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Published: February 05, 2008 in Knowledge@SMU 
Andrew Carnegie, John Rockefeller and Henry Ford are widely regarded as the founding fathers of American
philanthropy. Nearly a century ago, American oil magnate John D. Rockefeller, Sr established the Rockefeller
Foundation “to promote the well-being of humanity by addressing the root causes of serious problems”. With assets
of more than US$3.5 billion and a focus on the poor and vulnerable, the foundation is committed to ensuring that the
benefits of globalisation are spread across all strata of society as equitably as possible .
Over the decades, while its mission has remained the same, the Rockefeller Foundation continues to adapt its
programmes to changing social, economic and cultural needs. The foundation is also a leading proponent of
innovation and change in the field of philanthropy itself. This point was reinforced in a talk on "Innovations in
Philanthropy" delivered last month by Jacqueline Khor, Associate Director, Rockefeller Foundation, at the invitation of
the Singapore Management University’s Lien Foundation Centre for Social Innovation. Before joining the Foundation,
Khor was Vice President at Lehman Brothers’ public finance unit in New York and San Francisco. She also worked on
mergers and acquisitions in the insurance industry.
Khor, who is based in San Francisco and co-leads the Foundation’s Impact Investing effort, is also part of the
Foundation’s Innovations for Development initiative. Impact Investing makes loan guarantees, and programme related
and private equity investments to attract private sector capital to underserved sectors and geographies.
Versions 1.0-3.0
Khor described the evolution of philanthropy over the past century in terms of three distinct 'versions' , drawing on a
speech by Judith Rodin, President of the Rockefeller Foundation, at the Annual Global Philanthropy Conference in
April 2007. “Version 1.0 was really the beginning of philanthropy as started by John D. Rockefeller, Sr. It is
exemplified by ‘scientific philanthropy’ where some of the examples included eradicating hookworm. Out of this
scientific approach grew the professionalisation of public health and the spread of western medicine around the
world including the first medical school in China,”  Khor said.
Version 2.0 developed after World War II with the reorganisation of major institutional arrangements and the
emergence of a new world order. In this institution or capacity building phase, the Rockefeller Foundation and other
major foundations helped to strengthen the NGO (non-governmental organisation) sector. “It also included many
global research institutions such as the Consultative Group for International Agriculture Research (CGIAR). The
CGIAR is a network of agriculture research institutions that developed a scientific basis for improved crop varieties
for the developing world,” explained Khor. In the US, the Rockefeller Foundation was also occupied with investing in
social justice organisations to protect the legal rights of minorities, especially African Americans.
As for the next major phase in the development of philanthropy, “we are still very much in the early days of Version
3.0,” Khor stated. Thanks to the forces of globalisation, advances in telecommunication and the biotechnology
revolution, a new breed of philanthropists have emerged -- those who run ventures such as Google, Microsoft and
eBay, for example.
“The Economist coined the term ‘philanthro-capitalist’ for the new generation of young billionaire philanthropists who
are establishing their own versions of philanthropy, not necessarily in the traditional foundation organisational
structure,” said Khor. These philanthropists are using the same innovative strategies and entrepreneurial energy from
their for-profit business models “to solve the intractable problems that are still being left behind by globalisation,”
she said.
Technology Innovation & Capital Markets
“The opportunity for philanthropy is to leverage two phenomena that play a significant role in globalisation:
technology innovation and the capital markets,” explained Khor. At the Rockefeller Foundation, the aim of the
first, known as ‘accelerating innovation for development’, is to catalyse greater experimentation and to use
open, user-driven innovation models to generate innovations for the poor and vulnerable.
“Our approach today involves exploring different partnerships that go beyond the typical sectors (such as the
government and not-for-profit sectors) with whom we work. With the Accelerating Innovation for Development
Initiative, we’re deliberately looking for proven models of open and user-driven innovation and adapting those models
to solve problems facing poor and vulnerable people,” said Khor.
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An example is the Foundation’s partnership with InnoCentive. This company works with Fortune 500 companies such
as Pfizer and Proctor & Gamble to provide a platform for seeking solutions to problems that cannot be solved in-
house. For instance, InnoCentive has the capability to post a problem to an audience of over 120,000 registered
scientists, researchers and inventors. “We are working with InnoCentive to facilitate access to an Internet platform
for organisations trying to solve problems facing poor and vulnerable people. These open or user-centered innovation
models are not only within the purview of the private sector. There are non-profits with potentially promising models.
The hypothesis we are pursuing is that these open or user-driven innovation models might provide solutions more
efficiently and effectively than traditional approaches ,” said Khor.
A second area of innovation relates to how foundations invest and deploy their financial investments. At one end of
the spectrum, traditional philanthropic investments are made in the form of grants where funds are donated and no
financial returns are expected. At the other end of the spectrum is investing funds so as to maximise returns, or at
least maintain generational neutrality.
According to Khor, the two ends of the spectrum have been mutually exclusive as the grantmaking and investing
arms of an organisation acted independent of each other. This meant that the investments were not directed to
accomplishing the foundation’s mission on the one hand, while grants were made purely for social returns and to
fulfill the mission of the organisation or foundation on the other.
“There have been some foundations, primarily the Ford Foundation and the MacArthur Foundation, that have been
early pioneers in developing and using what are called ‘program-related investments’. These program-related
investments allow a US private charitable foundation to do two things. Firstly, you can invest in organisations in a
way that encourages both financial sustainability and management to operate in a much more business-like manner.
Secondly, these types of investments also have the potential to catalyse capital from the private sector into under-
invested sectors or communities -- when structured in ways to mitigate real or perceived financial risk for
commercial investors -- in order to create a social benefit,” said Khor.
“Today, US foundations have about $600 billion in assets under management compared to $25 trillion in assets under
management in the US alone. The opportunity for foundations is to make investments that have some semblance of
providing a financial return if we are willing to take more risk because of the prospect of a social return. Then we
might have the ability to leverage at least some portion of that $25 trillion to intentionally accomplish social or
environmental objectives,” she said.
Program-related investments are typically structured as loans below market rate. They are investments in equity and
early stage companies working on technologies with potentially high social gains that the private sector typically
would not invest in. “An example is our investment in a bio-pharmaceutical company to develop a microbicide that
women could use to protect themselves against HIV and other sexually-transmitted diseases. It was very high risk.
The venture capitalist community was not going to invest in it because the beneficiaries for this product were mainly
very poor people,” said Khor.
Another innovation is ‘mission-related investments’ or 'principled' investments that allow foundations to better reflect
their social values when investing. Foundations are also players in the capital markets. According to Khor, some
foundations are beginning to make use of mission-related investments to ensure that their endowments better
represent their mission statements.
“Innovation in philanthropy is now at a potential tipping point because of the new generation of benefactors who
have created foundations in the 21st century. They tend to be younger people who earned wealth from successful
entrepreneurial efforts in the private sector. They recognise, understand and are not afraid of the power of the
capital markets,” she added.
Whither Asia?
As for Asia, Khor feels there are plenty of opportunities for philanthropic innovation, especially amongst emerging
business leaders, some of  whom have been educated in the west and are keen to apply new models for giving and
investing in Asia. Globally, Khor has observed a generational shift  in the way philanthropic financial resources are
being used. The old division between grant making and investing is being eroded, leading to new philanthropists
who are investing in hybrid for-profit entities with a strong social mission. These entities include microfinance banks,
health clinics serving the indigent, and renewable energy distribution.
“What philanthropy is distinctively well-suited to do is to identify and support innovations that have a potential
public or social benefit, but are too early a stage to generate interest from the commercial or government
sector,” Khor pointed out. Examples in the region include supporting research and development for solutions to
endemic infectious diseases such as dengue, malaria, Japanese encephalitis, hepatitis, and emerging chronic
diseases such as diabetes.
Khor concluded: "Where political will is not focused on emerging issues or neglected populations, philanthropy can
play a role by supporting innovation models or experiments. Rising inequality is becoming an issue in tandem with
economic growth. Here, philanthropy can work with enlightened governments to experiment in education, training
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and access to affordable housing and healthcare. Wherever the government is not stepping up or the capital
markets are not suited to engage, philanthropy has a bigger role to play. Asia is poised to be a leader in global
philanthropy just as it is becoming a significant source of capital and growth in the global economy. What are
needed are Asian philanthropists to catalyse this movement.”
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